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expansion of contractor-owned facili-
ties or the acquisition of fixed assets.
However, under loan guarantees, excep-
tions may be made for—

(1) Facilities expansion of a minor or
incidental nature, if a relatively small
part of the guaranteed loan is used for
the expansion and the contractor’s re-
payment would not be delayed or im-
paired; or

(2) Other instances of facilities ex-
pansion for which contract financing is
appropriate under agency procedures.

(b) The limitations in this section do
not apply to contracts under which fa-
cilities are being acquired for Govern-
ment ownership.

32.106 Order of preference.

The contracting officer must con-
sider the following order of preference
when a contractor requests contract fi-
nancing, unless an exception would be
in the Government’s best interest in a
specific case:

(a) Private financing without Gov-
ernment guarantee. It is not intended,
however, that the contracting officer
require the contractor to obtain pri-
vate financing—

(1) At unreasonable terms; or

(2) From other agencies.

(b) Customary contract financing
other than loan guarantees and certain
advance payments (see 32.113).

(c) Loan guarantees.

(d) Unusual contract financing (see
32.114).

(e) Advance payments (see exceptions
in 32.402(b)).

[48 FR 42328, Sept. 19, 1983, as amended at 60
FR 49711, Sept. 26, 1995; 656 FR 16279, Mar. 27,
2000]

32.107 Need for contract financing not
a deterrent.

(a) If the contractor or offeror meets
the standards prescribed for respon-
sible prospective contractors at 9.104,
the contracting officer shall not treat
the contractor’s need for contract fi-
nancing as a handicap for a contract
award; e.g., as a responsibility factor
or evaluation criterion.

(b) The contractor should not be dis-
qualified from contract financing sole-
ly because the contractor failed to in-
dicate a need for contract financing be-
fore the contract was awarded.

32.110

32.108

Each contracting office should have
available and use the services of con-
tract financing personnel competent to
evaluate credit and financial problems.
In resolving any questions concerning
(a) the financial capability of an offer-
or or contractor to perform a contract
or (b) what form of contract financing
is appropriate in a given case, the con-
tracting officer should consult the ap-
propriate contract financing office.

Financial consultation.

32.109 Termination financing.

To encourage contractors to invest
their own funds in performance despite
the susceptibility of the contract to
termination for the convenience of the
Government, the contract financing
procedures under this part may be ap-
plied to the financing of terminations
either in connection with or independ-
ently of financing for contract per-
formance (see 49.112-1).

32.110 Payment of subcontractors
under cost-reimbursement prime
contracts.

If the contractor makes financing
payments to a subcontractor under a
cost-reimbursement prime contract,
the contracting officer should accept
the financing payments as reimburs-
able costs of the prime contract only
under the following conditions:

(a) The payments are made under the
criteria in subpart 32.5 for customary
progress payments based on costs,
32.202-1 for commercial item purchase
financing, or 32.1003 for performance-
based payments, as applicable.

(b) If customary progress payments
are made, the payments do not exceed
the progress payment rate in 32.501-1,
unless unusual progress payments to
the subcontractor have been approved
in accordance with 32.501-2.

(c) If customary progress payments
are made, the subcontractor complies
with the liquidation principles of
32.503-8, 32.503-9, and 32.503-10.

(d) If performance-based payments
are made, the subcontractor complies
with the liquidation principles of
32.1004(d).
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